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THE SITUATION 


Business activity in New England during June 
was about on a par with that of May,—perhaps 
slightly better. The change, if any, was so 
small, however, that it has been difficult to meas- 
ure accurately. There certainly was not enough 
improvement to arouse much enthusiasm. Busi- 
ness is good, taken on the average, although con- 
siderable irregularity is still evident. The ex- 
pectation that many lines of business will soon 
be quieter, due to the usual summer slackening, 
added to the growing realization of the serious- 
ness of the coal strike, is serving to check a 
material improvement in the situation at this 
time. 

New England manufacturing activity has been 
increasing at a nominal rate for the past two 
months, although there has not been a corre- 
sponding increase in carloadings. In fact, during 
June there was a slight decline in the number of 
freight cars loaded in this district, compared with 
May. While two factors,—production 
and shipments—seem to have opposite tenden- 
cies, the number of checks drawn (both by in- 
dividuals and corporations), which is ordinarily 
a good index of the volume of business, was 
larger in the past month thanin May. The vol- 
ume of goods distributed through retail channels 
was good during the first two weeks of June, but 
it has suffered a decline since the middle of the 
month because of the inclement weather, so that 
the total for the month will probably barely equal 
that of May. Employment offices report that 
the call for workers continues to grow, and the 
number of people applying for jobs is becoming 
This can be at least partly accounted for 
by the seasonal demand for artisans in the build- 
ing trades and work of a similar nature, although 
it is apparent that the call for employees to fill 
permanent positions is also better. These few 
instances of contradictory tendencies could be 
duplicated several times, and the irregularity of 
the situation would become even more apparent. 

Conditions in the coal industry are, of 
course, receiving much attention, yet even 
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with the recent publicity, the seriousness of 
the coal strike to New England is not fully 
realized. The consumption of soft coal for power 
uses has been so much larger than output since 
the strike started on April 1 that storage stocks 
have been reduced to a dangerously low mark. 
Evidences of an impending shortage are begin- 
ning to appear in reports received from New 
England manufacturers, stating that the closing 
of some of their factories is probable unless 
relief is soon had. This condition is not yet 
general, to be sure, but even if the strike is settled 
immediately it will be a matter of weeks before 
the danger is entirely averted. The strike of the 
anthracite miners affects New England in a pe- 
culiar way—differently, even, than the soft coal 
strike. All the hard coal mined in this country 
comes from one comparatively small field in 
Pennsylvania, and practically none has been 
taken out of the ground since Aprilt. New Eng- 
land, in proportion to its area, uses more hard 
coal for household heating purposes than any 
other part of the United States. The northwest, 
with its more extensive territory, is also a large 
user of hard coal. Where New England is 
peculiarly affected is through the method of 
transportation of the coal from the mines. Hard 
coal going to the northwest is carried by railroad 
to the Great Lakes, and then shipped by boat. 
Naturally coal entering that territory in that way 
must be shipped before the Lakes freeze over. 
Therefore, when anthracite mining is resumed 
the bulk of the output, until cold weather 
arrives, will tend to to the Great Lakes, 
and then New England will receive its share 
later in the winter. Such a_ situation nat- 
urally makes for uncertainty as to the ade- 
quacy of the supply in this district, especially if 
railroad traffic is hampered by heavy storms next 
winter. While nothing is to be gained by taking 
an alarmist attitude, it is a matter for serious 
consideration, and, taken together with the 
scarcity of soft coal for power purposes, tends to 
unsettle confidence. 
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INDEX OF MANUFACTURING 


Complete reports for May indicate that the 
rate of manufacturing activity in New England 
was greater than during April and preliminary 
statements would indicate that the gain con- 
tinued during June. At least a part of the 
increase evident recently has been due to seasonal 
influences, although a gain has been made by 
the textile industry. The strike in several of the 
New England cotton mill centers served to reduce 
activity to a level comparable with that prevail- 
ing during the worst of the depression a year and 
ahalf ago. While the strike has not been finally 
settled, many of the mills have been reopened 
and it is reported that employees are gradually 
going back to work. As yet, however, the num- 
ber of returned workers is comparatively small. 
The woolen industry became quiet coincident 
with cotton manufacturing, although there have 
been but few recent instances of strikes, curtail- 
ment being due to lack of orders. The increase 
in shoe production during May and June has 
been largely of a seasonal character, but has been 
aided by the return of many of the workers in 
Lynn, Massachusetts, where a partial settlement 


ACTIVITY IN NEW ENGLAND 


of labor disputes has been reached. The recov- 
ery of the metal trades did not start as soon as 
that of many other industries, but has lately 
been persistent and noteworthy. Incoming orders 
have increased steadily for several months. 

The combined index of the manufacturing 
activity of the leading industries in this district, 
as shown on the chart below, indicates that 
activity was at the rate of approximately 80 
per cent. of maximum capacity during May—a 
rate not far below normal, although of course 
much less than during the period of prosperity. 
Two different factors indicate that caution should 
be used in forecasting a further improvement in 
manufacturing activity in this district. In the 
first place, the textile industry is known to be one 
of the first to feel the effects of either an oncoming 
depression or a recovery. Since late last year 
it has inclined to be reactionary. Another 
cautionary factor is the recent trend of security 
prices. For over two months there has been 
no real increase in the average of industrial stock 
prices. Security prices are well enough known 
as a barometer of future conditions to demand 
that attention be focussed on their recent trend. 
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MONEY AND BANKING 


The credit situation in New England during 
June continued to become more favorable to the 
borrower. There is an abundance of funds avail- 
able and interest rates on almost all classes of 
loans are lower now than at any time since this 
country entered the war in 1917. Rediscount 
rates were reduced by the Federal Reserve Bank 
of Boston on June 22 from 4% to 4 per cent. 
This makes the rate at which loans are made to 
member banks, as shown in the chart at the foot 
of this column, as low as any ruling rate since the 
establishment of the Federal Reserve System. 
The stability of the situation in this district is 
shown by the absence of a flurry which 
might have beenexpected toresult from theheavy 
financial operations which occurred during the 
month, such as the payment of the second instal- 
ment of the federal income taxes, the flotation 
of a new issue of Certificates of Indebtedness by 
the Government, interest payments on Liberty 
Bonds and Victory Notes, the redemption of 334 
per cent. Victory Notes, and a large call for Gov- 
ernment deposits. 

While, as stated before, interest rates in gen- 
eral continued to decline, the time is not far 
distant when the downward trend wit!l either 
become less rapid or cease entirely. A warning 
sign of this is the recent course of bond prices. 
They were not buoyant during a period extend- 
ing from early May until the reduction of redis- 
count rates. This should not be taken as an in- 
dication that the course of interest rates is neces- 
sarily to change from a downward trend to an 
upward one, but it seems to be a fair warning 
that either a slowing down or even an end to the 
decline might occur at a comparatively early 
date. Similar signs are the recent trends of the 
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reserve ratios of both the Boston Reserve Bank 
and the system as a whole. The ratio of the 
Boston Bank took a sharp downward dip in 
June, due to the purchase of more Certificates 
of Indebtedness, carrying it to the lowest level 
ina year. In fact, since the upward movement 
culminated last November, the chart of monthly 
average reserve ratios reveals a sagging ten- 
dency. The ratio of the entire system has merely 
held its own, neither rising nor falling, since 
early in February. This is the first real halt in 
the upward trend since the improvement started 
late in 1920. There is some significance to the 
recent downward trend of the ratio of the Boston 
Bank and the sidewise movement for the sys- 
tem as a whole, when it is considered that the 
movement of the ratio of the Boston Bank 
forecast that of the system as a whole, when 
the credit strain was most severe in 1920 and 
1921. 

The Government is taking advantage of the 
present low interest rates in order to refund on 
more favorable terms that part of its debt which 
matures soon, and the condition of the Treasury 
has been greatly strengthened by shifting the 
most pressing floating debts into longer term 
Treasury Notes. The Certificates of Indebted- 
ness which were issued on June 15, and which 
will mature in one year, were offered on the basis 
of 334 per cent.,as compared with a rate of 44 
per cent. for similar certificates issued three 
months ago. The abundance of credit that is 
available for investment even at the present low 
rates of interest is shown by the fact that sub- 
scriptions totaled nearly twice the amount of- 
fered. 

The Boston Reserve Bank’s loans to its 
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member banks continued to decline during 
June, in spite of the exceptional financial re- 
quirements in the middle of the month. This is 
simply a reflection of the abundance of the mem- 
ber banks’ own funds which are available to loan 
to their customers. 

Deposits, both time and net demand, are in- 
creasing in the member banks. In fact, their 
time deposits have doubled during the past two 
years, largely because of the opening of interest 
departments in many of the national banks. Net 
demand deposits of member banks were higher on 
June 14 than at any time since 1920. Yet there 
has not been a corresponding increase in their 
loans, especially those based on commercial 
paper. Reports from all the member banks in 
Boston show that their loans and discounts based 
on commercial paper have remained practically 
unchanged since early in last February. They 
had been declining for over a year prior to that 
time, to be sure, so that the mere fact that the 
contraction in this class of loans has been checked 
for the period from February to date is in itself 
encouraging, even though there is no increase to 
correspond to the growth in deposits or in busi- 
ness activity. This same group of banks reports, 
however, that loans secured by stocks and bonds 
have increased within the past few weeks, but 
while they were higher during the middle of June 
than at any time in 1921, they were not as large 
as earlier in the year. A slightly different ten- 
dency is found in the reporting member banks 
situated in New England cities other than 
Boston. In the case of those banks their loans 
based on commercial paper have had a slightly 
upward tendency since practically the first of 
the year, and their loans based on stocks and 
bonds have been slowly increasing since the 


STOCKS AND BONDS OWNED 
BY 63 MEMBER BANKS IN NEW ENGLAND 
1921 


1922 
350 Jan Feb Mor Apr May June July Auy Sept Oct Nov Dec Jan feb Ma 


Apr May June July Aug Sept Oct Nov D: 


250 


200 


Misiions of Dollars 











middle of March. Inasmuch as the growth of 
loans has not kept pace with the increase in 
deposits either in the case of the Boston banks 
or those in other New England cities, the banks 
have necessarily had an excess of funds to put to 
work. This has been done through investing in 
United States Certificates of Indebtedness and 
other bonds and stocks. The holdings of securi- 
ties by the member banks in this district have 
been steadily increasing since July and August 
of last year, and the extent of this movement is 
shown in the first of the two charts on this page. 

The trend of the savings deposits of 64 repre- 
sentative New England savings banks which re- 
port monthly to the Federal Reserve Bank of 
Boston is shown on the chart at the bottom of this 
column. The scale has been magnified so that 
slight changes in the trend can be readily ascer- 
tained. It will be seen from this chart that it 
was not until 1921 that the business depression 
had an appreciable effect on the growth of sav- 
ings deposits of this group of banks. The up- 
ward trend was not resumed until the latter part 
of 1921, when the business recovery was well 
under way in this district. Between the first 
of last December and the end of April the growth 
was steady and rapid, while during May there 
was a slight downward movement. This is 
apparently a seasonal occurrence, and will be 
noticed each May. In fact, the decline this year 
was no greater than that in 1920 and less than 
in 1921. 

Money rates prevailing in the open market at 
Boston on June 20 were as follows: 
Commercial Banks to Customers 
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RETAIL TRADE 


The volume of retail trade in New England 
during the last half of June was not very favor- 
able, largely because of the poor weather con- 
ditions. Trade was brisk during the first two 
weeks of the month, however, as, in fact, it had 
been during the month of May. Judging from 
statements of conditions in other parts of the 
country, retail trade has been better in New Eng- 
land than in most districts. The net sales in 
May of eight Boston department stores which 
regularly report to this bank were larger than 
for the corresponding month of either of the 
three previous years. This is very satisfactory 
when it is considered that in May, 1920, for 
instance, retail prices were much higher than at 
the present time. There was a slight decrease 
in sales between April and May, which is some- 
what contrary to the usual seasonal trend, but 
this can be readily explained by the fact that 
Easter came late in April this year, and unduly 
swelled the sales for that month. Another 
group of Boston stores—women's apparel 
shops—nearly equalled the record of the depart- 
ment stores, their net sales during May being 
only slightly less than during the corresponding 
month last year, but larger than in the preceding 
month of April. A group of 18 department 
stores situated in other New England cities than 
Boston reports that their net sales during May 





were but slightly less than in the previous year, 
and considerably below May, 1920 (a period of 
high prices). Just asin Boston, these other New 
England stores experienced a falling off in sales 
between April and May. 

While the Boston department stores show a 
gain in the dollar value of net sales in May as 
compared with the year before, they report twice 
as large an increase in the number of individual 
purchases, in other words, sales transactions. 
The other New England department stores 
showed a loss in the dollar value of their sales 
this year compared with last, but reported a 
slight gain in the number of individual purchases. 
These statistics may indicate that there was a 
larger gain in the physical volume of goods, that 
is, a greater number of yards, pairs or pieces, sold 
during May, as compared with the correspond- 
ing month last year, than is indicated from the 
increase in the totals of the dollar sales, or they 
may be merely the result of more intensive shop- 
ping by the public and the consequence of more 
frequent though smaller orders. 

Merchants’ stocks of goods continued in May, 
as they have for some months, to be very nearly 
the same size as they were on the corresponding 
dates a year ago. There was a slight downward 
trend during May in both groups of department 
stores, as is normal at the close of the spring 
season. 


Net Sales Stocks at Retail ; ’ ? 
Net Sales Jan. thru May, on May 31, 1922, Ratio of Stocks Sales Transactions 
during May, 1922, com- 1922, com- compared to Net Sales during May, 1922, 
pared with pared with same with during May, compared with 
May, 1921 Apr., 1922 period, 1921 May 31,1921 Apr. 30,1922 1922 May, 1921 
8 Boston Department Stores 5.5% 1.4% 0.8% + 4.9% 1.2% 2.68 +6.3% (5 stores) 
18 Other N. E. Department Stores 5% 2.6% 7.1% —0.4% 0.8% 4.26 +1.7% (4 stores) 
26 Total Department Stores vb 1.7° —2.2% + 3.2% —1.1% 3.02 +5.8% (9g stores) 
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METAL TRADES The steady improvement CROPS Weather conditions in New 

which has been noticeable in the England which early in the sea- 
metal trades centers of New England since last son were considered unsatisfactory became, 


autumn has continued during the past month. 
Competition from second-hand machinery is still 
felt, but, while the supply of such equipment is 
by no means exhausted, available offerings are 
steadily diminishing as a result of a more active 
market at firmer prices. Though sales of new 
machinery are still of moderate proportions, in- 
quiries are increasing in number. Leather, shoe 
and textile manufacturers and a number of com- 
panies making parts for the automobile and paper 
machinery industries have definitely entered 
the market, and, in some instances, made pur- 
chases of a substantial character. Small tools 
remain in greatest demand; the call is less active 
from New England than from western points. 


WOOL The price of raw wool in the 
Boston market has continued to 
increase during the past month. Since the up- 
ward movement started last October, the rise has 
been very extended, as is shown by the chart 
below. The curve on the graph represents an 
average of 98 weekly quotations, computed by 
R.G. Dun & Company. This average price has 
risen from 40 cents a pound in October to above 
70 cents in June, or an increase of over 75 per 
cent. during that period. The volume of sales in 
Boston has been of moderate proportions for sev- 
eral weeks. There is still a scarcity of some of 
the more desirable grades, but as an offsetting 
factor the receipts of wool in Boston have lately 
been large. The goods markets have been com- 
paratively quiet during the past month, while 
there has been an upward tendency in prices. 
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Wool prices compiled by R. G. Dun & Company. 


during the latter part of May and the first of 
June, almost ideal for plant germination and 
growth. Since that time the rainfall has been 
abnormally heavy and crops have suffered some 
injury, the extent of which cannot yet be esti- 
mated, in localities where the drainage is poor. 
Both white potato and hay crops, however, are 
expected to be somewhat above the average, 
and the outlook for the tobacco crop is con- 
sidered satisfactory, with plant disease well 
under control. The prospects for an apple crop 
have been changed by a very light set following 
the first heavy bloom; experienced observers 
believe, nevertheless, that there may be a better 
yield than is indicated by surface conditions. 


COTTON During the third week in June, 
the price of raw cotton was fully 
five cents a pound above that of two months 
earlier, and practically double the price of a year 
ago. It appears probable that the combination 
of the small crop harvested last autumn together 
with heavy exports and domestic consumption 
will reduce the carry-over available at the begin- 
ning of the next cotton year, August I, to approx- 
imately 2,750,000 bales. 

Cotton consumption during May, if placed on 
a working day basis, was about 4 per cent. greater 
than during April in both New England and the 
country as a whole. The recent trend of the 
prices of both cotton cloth and yarns has been 
upward but in many cases has failed to keep pace 
with the rise in raw cotton and manufacturing 
profits have been reduced. 
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Cotton prices compiled by the Commercial and Financial Chronicle. 
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LABOR The strike in the cotton tex- 
tile industry continues to be the 
most important factor in the labor situation of 
New England. While a considerable number of 
mills have reopened and report a continually 
growing number of employees at work, the strike 
still remains very effective. Injunctions ob- 
tained by the mills to restrict picketing are said to 
have been one contributing factor in inducing 
strikers to return to mills. 

Public employment offices in this district re- 
port fewer applicants for work, more calls from 
emplovers, and an increase in the number of po- 
sitions actually filled during the first part of 
June. The metal working industry and the 
building trades seem to offer the greatest oppor- 
tunity for employment. 

Wage reductions are becoming less frequent. 


PAPER The production of paper in 
May, according to reports re- 
ceived by this bank, was considerably above that 
in April. During the first three weeks in June, 
reports were less encouraging, and business was 
frequently characterized as spotty. Producing 
interests feel that this is, in large part, merely a 
postponing of purchases until after July 2, when 
advantage can be taken of lower railway rates. 
One of the largest manufacturers of the better 
grades of paper states that, as a result of the 
present keen competition, its operating margin 
is the lowest ever carried. Raw material prices 
are stiffening, and confidence is felt in the stabil- 
ity of the present level of paper prices. 

The production of writing paper, a branch of 
the industry in which this district predominates, 
is shown in the accompanying chart. 
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BUILDING The amount of new building 
being constructed in New Eng- 
land at the present time is very large, although 
there has recently been a decline in the number 
of contracts awarded for new buildings, indicat- 
ing that the bulk of contemplated work for this 
year has either already been started or con- 
tracts have been let. Enough is already under 
way, however, to indicate a high degree of ac- 
tivity during the remainder of the building sea- 
son. Residential building continues to consti- 
tute a large proportion of the total of new con- 
struction, not only in New England but through- 
out the entire country. Nearly one-half of the 
total value of all contracts awarded in New Eng- 
land for building purposes during May was for 
dwellings. 
Construction costs are tending upward. 


BOOTS AND Activity has been increasing 
in the New England shoe indus- 
try for the past two months, as 
is usual at this season of the year. The current 
rate of output, according to reports received by 
this bank from representative manufacturers, is 
probably about 70 per cent. of maximum ca- 
pacity. This is shown on the chart below, which 
represents the average performance of the fac- 
tories which reported. The total amount 
of new orders taken during the selling season ex- 
tending from February to the present time was 
not as large as last year. This would seem to 
indicate that there will not be as many shoes 
made in New England during the present pro- 
ducing season, which will last three or four 
months longer, as were made during the corre- 
sponding season a year ago. 
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COAL The strike in the coal industry, 
which has been in progress since 
April 1, the beginning of the coal year, con- 
tinues almost as complete as it was shortly after 
its inception. Hard coal production remains 
at practically zero. This is perhaps more sig- 
nificant to New England than is the condition 
in the bituminous industry, inasmuch as this 
district depends almost entirely upon anthracite 
for domestic heating purposes. A recent survey 
by the Massachusetts Fuel Commission discloses 
small stocks of anthracite on hand in that state. 
While householders have not shown many signs 
of alarm over the situation, it is doubtful if the 
present conditions can prevail much longer with- 
out becoming a matter of real concern. Reserve 
stocks of bituminous are at a dangerously low 
level in this district. 


There has been an advance in 
the price of cattle hides and calf- 
skins for several weeks, more, in fact, than would 
ordinarily be expected at this season. Until 
the middle of June sole leather and the more 
staple classes of upper leather did not respond to 
the increase in hide prices and no more than held 
their own. This is shown by the chart below. 
Since that time, however, quotations have be- 
come less nominal, with a decided tendency to 
strengthen. 

Tanners running on patent and fancy upper 
leathers continue to do a good business, and are 
operating their plants close to capacity, although 
the tanning industry as a whole is not running at 
much over 50 per cent. of the possible maximum. 
Stocks of sole leather have declined moderately 
but other classes have tended to increase. 
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Leather prices compiled by R. G. Dun & Company. 


The failure situation in the 
United States since the first of 
the year shows a gradual improvement. While 
some part of this may be due to seasonal influ- 
ences, there seems to be considerable ground for 
believing that the worst of the situation is over. 
This is readily seen by the proportionately large 
decline in the liabilities of failures as compared 
with the number of firms failing. It is partic- 
ularly noteworthy that the chief decline has been 
in the general group of trading concerns, while 
the number of failures in manufacturing lines 
since the first of the year has been very large. 
In this district, after a sharp decline in the num- 
ber of failures during April from March levels, 
there was a slight increase in May, but the 
average size of the failures was 25 per cent. 
smaller than during the previous six months. 


FAILURES 


IRON 
STEEL 


AND Production of pig iron is now 
two and one-half times as large 
as during last July and in the 
case of steel ingots the gain is even greater. The 
recovery, therefore, from the standpoint of 
physical operation, has been fully as rapid as the 
decline experienced in the latter part of 1920 and 
the first of 1921. Recently the industry has 
little more than held its own, but this is attrib- 
uted to a shortage in fuel supply caused by the 
coal strike, and a postponing of orders for steel 
products until reduced railroad rates go into 
effect. The chart below, showing the relatively 
small increase in the unfilled orders of the 
United States Steel Corporation, indicates that 
the bulk of buying has been for immediate needs 
without the placing of forward orders which 
customarily accompanies a recovery. 





UNFILLED ORDERS FOR STEEL 


UNITED STATES STEEL CORPORATION 


IS'S 1916 917 I916 I9'19 1920 92 922 


J 


Curve represents unfilled orders at the end of each month. 
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THE 
OF LIVING 


COST The cost of living in Massa- 
chusetts declined slightly during 
May, according to the Commis- 
sion on the Necessaries of Life, chiefly as a result 
of a decrease in food prices. A slight rise in the 
cost of fuel, caused by the coal strike, was not 
sufficient to outweigh the fall in the cost of foods. 
The changes in the cost of living from month to 
month recently have been so slight that they 
have been hard to measure, and as a rule have 
not been noticed by the average householder. 
The really effective decline, which started two 
years ago this summer, came to an end last July 
or August, so that for the past year there has 
been little change. In fact, according to the 
Commission, the decline during the past year 
has been less than 5 per cent. Dwelling rentals 
remain at the highest point reached so far. 


COMMODITY 
PRICES 


The upward tendency of com- 
modity prices which has been in 
evidence for the major part of 
the past year has continued during June. At 
present the increase is more noticeable in whole- 
sale than in retail quotations. The response has 
also been greater in the case of raw materials 
than in manufactured goods. This is entirely 
natural, and is to be expected in the normal 
course of price fluctuations. In fact, the prices 
of raw materials often begin to rise or decline 
several weeks or even months before the prices 
of manufactured goods, or indeed, wholesale 
prices in general. Bearing in mind this forecast- 
ing property of raw material prices, it is interest- 
ing to note on the chart below the recent trend 
of such quotations. The rise since last summer 
has been quite steady, although not very large. 


FOREIGN 
TRADE 


While exports from the United 
States still exceed imports, the 
favorable balance of trade has 
been reduced to pre-war size. In recent months, 
paralleling the revival of trade in the United 
States, imports have increased very rapidly. 
The ability of Europe, as time passes, to balance 
more nearly her imports from this country 
with exports own products is, from 
an international point of view, distinctly an en- 
couraging feature. 


of her 


The large volume of foreign securities ab- 
sorbed by American investors, totaling well over 
$600,000,000 during the first half of 1922, should 
materially aid our export trade, as it places at 
the disposal of foreign interests purchasing power 
that, directly or indirectly, is in large part ex- 
pended in this country. 


CARLOADINGS Carloadings in New England, 


as the accompanying chart 
shows, have increased steadily until recent 
weeks. The decline shown during the latter 


part of May and early in June is more apparent 
than real, as this period included two holidays, 

one of them, May 30, generally observed; 
even with allowance for this factor, carloadings 
have declined moderately from the peak reached 
during the middle of May. The present total, 
however, is fully 15 per cent. above that of a 
year Seasonal influences would indicate 
that a further increase of substantial  char- 
acter cannot be expected before autumn months, 
when the volume of transportation is normally 
at its highest. 


ago. 


Receipts of cars from connecting 
carriers have declined during recent months, 
due primarily to the loss in coal traffic. 
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SEASONAL VARIATION OF MONEY RATES 


Business activity, when gauged by the cus- 
tomary means of measurement, such as the vol- 
ume of the tonnage of 
freight handled by railways of the country, the 
amount of new building, and the output of basic 
industries such as coal mining and steel, varies 
from year to year, depending upon our position 
in the business cycle. There is, however, an 
equally clear cut variation in the rate of business 
activity from season to season within the year 
itself. Department store sales, for instance, are 
normally lowest during July and August, and 
highest during the last quarter of the year. Sim- 
ilarly the number of check transactions reaches 
its peak during late autumn and the early win- 
ter months. 


check transactions, 


The effect of seasonal variations in business 
activity is naturally felt in the demand for funds 
with which to finance current transactions,—in 
other words, bank credit. Agriculture is still 
the largest single industry in the United States 
and its financial requirements culminate during 
the harvest season and the period during which 
agricultural commodities move most rapidly to 
market. 

Prior to the formation of the Federal Reserve 
System it was practically necessary for banks in 
agricultural centers to keep substantial balances 
on deposit in the larger city banks with which 
their relations were closest. In return for these 
deposits they received a moderate rate of in- 
terest, the privilege of drawing drafts on New 
York, Chicago or Boston banks, as the case 
might be, and, in addition to the other services, 
the extension of a line of credit under which the 
city bank stood ready during crop moving season 
to assist the country bank. 
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The addition of agricultural demands to other 
business needs during the closing months of the 
year traditionally created a tight money market; 
loans became more difficult to negotiate and 
money rates advanced. These conditions pre- 
vailed not only in agricultural centers them- 
selves but throughout the whole country, for the 
resources of correspondent city banks were 
strained when country banks began, in large 
number, to utilize their lines of credit. The 
larger city banks had no source to which to turn 
for assistance at such times. When they ap- 
proached the limit of their own resources, relief 
was possible only through refusing to make more 
loans, scaling down new loans to a figure some- 
what below that asked by the borrower, or dis- 
couraging borrowing through the imposition of 
higher rates of interest. 

The seriousness of the seasonal variation in 
money rates before the Federal Reserve System 
Was put into operation is shown by the first chart 
at the bottom of this page. Rates were cus- 
tomarily low during the first part of the year, 
reached their highest points during September 
and October, and dropped little until January. 

Although some of this seasonal fluctuation still 
exists, the variation has become almost un- 
noticeable since the establishment of the Fed- 
eral Reserve Banks with their system of flexible 
currency, secured partly by gold and partly by 
commercial paper of the highest quality, which 
can expand or contract to meet the business needs 
of the country. This is shown effectively by the 
second chart. Business activity is no longer 
hampered during the closing months of each 
year by limitations in the supply of credit avail- 
able. 
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mal variation computed by this bank from money rates given in Commercial and Financial Chronicle. 
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Condition of Selected Member Banks 
(In Thousands of Dollars) 


RESOURCES 
Commercial Loans and Investments, 
Loans Secured by U. S. obligations, 
Loans Secured by Stocks and — 
U. S. Certificates Owned : 

Other U.S. Obligations Owned . 
Total Loans and Investments 
Cashin Vaults. 
Reserve at Federal Reserve Bank 


LIABILITIES 

Net Demand Deposits 
Time Deposits : 
Government Deposits 

Total Deposits 
Money Borrowed at I'ed. hea Bank, 
Capital ; ‘ 
Surplus 
Undivided Profits | 


Ratio of Borrowings to Total Loans, 


Banks in Boston, 


June 14,'22 May 17,’22 June 15,’21 


$493,727 $494,181 
12,910 16,503 
180,102 161,137 
7,490 1,863 
53,748 45,585 
747,977 719,269 
8,295 7,640 
72,232 65,257 
632,873 606,686 
96,959 87,377 
18,357 10,390 
748,189 704,453 
5,919 8,512 
56,600 56,600 
62,176 62,176 
21,168 21,168 
8% 1.2% 


Ch anee since 


Banks in Portland, Fall River, New Bedford, 
Springfield, Worcester, Providence, 
Hartford and New Haven. 


Change since 


Condition of Federal Reserve Bank of Boston 
(In Thousands of Dollars) 


RESOURCES 

June 14,22 

Gold Reserve against. R.Notes $133,516 
Gold Reserve against Deposits, 45,290 
Total Gold ; 178,806 
Legal Tender and Silver . 15,273 
Total Cash Reserves 194,079 
Discounts secured by U.S. Sec., 8,237 
Discounts—Commercial Paper, 12,042 
Bankers’ Acceptances purchased, 20,461 
U.S. Sec. against F.R. Bk. Notes, 5,950 
Other U. S. Securities owned 54,051 
Total Earning Assets 100,741 
Uncollected items 61,959 
Other resources 6,679 
Total Resources . 363,458 


May17,’22 Junel5,’21 


$143,321 $194,801 
41,621 41,824 
184,942 236,625 
20,645 18,464 
205,587 255,089 
9,923 37,547 
10,203 53,934 
8,510 10,051 
5,950 18,936 
42,579 = 18,903 
77,165 139,371 
55,644 59,823 
6,467 4,947 


344,863 459,230 


Charges to Depositors’ Accounts 


Other than Banks’ or Bankers’ 
(Monthly Averages of Weekly Totals in Thotisands of Dollars) 


May 

1922 
Boston $302,561 
Bangor S.UrZ 
Brockton . 4,286 
Fall River 6,435 
Hartford . 245105 
Holyoke 2,946 
Lowell 4,468 
Lynn. 5,615 
Manchester 3,743 
New Bedford 6,038 
New Haven 16,506 
Portland 7,608 
Providence er 29,909 
Springfield ee ee 13,789 
Waterbury 6,434 
Worcester . 13,750 


*Not reporting. 


Apr. 
1922 


$306,826 
3,162 
4,589 
6,222 
23,220 
3,079 


June 15,’21 June 14,°22 May 17,’22 June 15,’21 June 15,’21 

$525,033 — $31,306 $326,824 $304,527 $302.561 + $24,263 
37,543 — 24,033 7,850 9,085 16,904 — 9,054 
149,640 + 30,462 73,675 71,223 69,304 + 4,371 
7,263 + 2af 1,528 989 5,888 — 4,360 
16,754 + 36,994 61,795 60,105 44,371 + 17,424 
736,233 -+- 11,744 471,672 445,929 439,028 + 32,644 
12,829 — 4,534 14,575 13,194 13,628 + 947 
63,465 + 8,767 23,849 22,762 23,626 + 223 
575,021 + 57,852 261,642 253,193 242,231 + 19,411 
69,971 + 26,988 160,522 152,505 140,176 + 20,346 
24,901 — 6,544 3,407 2,246 11,673 — 8,266 
669,893 -+ 78,296 425,571 407,944 394,080 + 31,491 
54,778 — 48,859 4,329 3,531 10,745 — 6,416 
56,200 + 400 31,350 31,350 31,350 0 
62,136 + 40 29,750 29,750 29,750 0 
23,684 — 2,516 18,512 18,512 17,489 + 1,023 
74% — 66% I% 8% 25% — 16% 

LIABILITIES 
Junel4,’22. May!7,’22 Junel5,’21 
Capital $7,981 $7,981 $7,911 
Surplus 16,483 16,483 15,78) 
Deposits: 

Government 3,127 1,033 107 
Member Bank Reserv es, 125, 860 =-:117,145 117,907 
All other é 413 739 1,483 
Total Deposits 129,400 118,917 119,497 
Federal Reserve Notes 151,564 149,685 251,032 
Federal Reserve Bank Notes, 5,656 5,713 10,856 
Collection Items 50,943 44,841 50,311 
All other liabilities 1,431 1,243 3,912 
Total Liabilities 363,458 344,863 459,230 
Reserve Ratio . 69.1% 76.5% 68.8% 
Loans to other Fed. Res. Banks, 0 0 7,408 
Per cent Per cent 

oO May of 

Change 1921 Change 
— 14% $315,263 — 4.0% 

1.6 3,604 nf 

— 6.6 ye Cté‘“—~C*:tC*SC 

+ 3.4 5,456 + 17.9 

— 9.1 20,764 + 1.7 

— 43 2,832 + 4.0 

— 35 4,555 — 19 

— 7.5 nr 

— 11.2 4,301 — 13.0 

+ 19 5,647 + 69 

— 1.7 17,008 — 3.0 

+ 1.7 7,247 + 5.0 

— 39 31,661 — 5.5 

— 6 12,802 + 7.7 

— 1.1 5,821 + 10.5 

® 33 15,089 —_ “a 
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SUMMARY OF BUSINESS AND FINANCIAL CONDITIONS 
THROUGHOUT THE COUNTRY 


By the Federal Reserve 


The outstanding features of the economic de- 
velopments during June have been the continued 
and noteworthy increase in the physical volume 
of production and a continuance of the advance 
in prices noted for the month of May, the whole- 
sale price index number of the United States 
Bureau of Labor Statistics showing an increase 
of five points for that month. An increase of 
production is noted in highly finished lines of 
manufacture as well as in basic industries. 

Wholesale groceries and hardware show a very 
pronounced advance over April, but in dry 
goods and shoes a seasonal recession is reported. 
The trade for the first time in 


retail many 


Boar d 


months is in excess of that of a year ago. 

General employment conditions have taken a 
very decided turn for the better. In some lines 
a scarcity of labor is now reported, as for 
example, in the steel and building trades. De- 
mand for agricultural labor also continues. 

Of fundamental interest has been the continued 
downward tendency of discount and money 
rates. 


call 


Rates for commercial paper have also tended 


In the New York market the charge for 


funds has been as low as 234 per cent. 


distinctly downward. During the month the 
Federal Reserve Banks of New York and Boston 


have reduced the discount rate to 4 per cent. 
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